



B U S IN E S S  
H  ECONOMIC 
QRESEARCH
ABOUT THE BUREAU OF BUSINESS 
AND ECONOMIC RESEARCH
The Bureau o f Business and Economic Research 
has been providing information about Montana’s 
state and local economies for'more than 50 years. 
H o’used on the campus o f  The University o f 
Montana-Missoula, the Bureau is the research and 
public service branch o f  the School o f  Business 
Administration. On an ongoing basis, the Bureau 
analyzes local, state, and national economies; 
provides annual income, employment, and population 
forecasts; conducts extensive research on forest 
products, manufacturing, health care, and Montana 
Kids Count; designs and conducts comprehensive 
survey research at its on-site call center; presents ̂  
annual economic outlook seminars in cities 
throughout Montana; and publishes the award­











Since you’re reading these 
pages, you already know 
about the Bureau o f 
Business and Economic 
Research, the unit we’ve 
been pleased to host in 
our School o f  Business 
Administration since 1948. 
But you may not have 
heard o f an activity that the 
Bureau itself has hosted 
for a number o f  years — the
Montana Manufacturing 
Extension Center. We wish we could take credit for MMEC, 
because it’s an outstanding example o f universities working 
directly with Montana businesses to help them to thrive and 
succeed. But Steve Holland and his capable crew at Montana 
State University-Bozeman are the hard-working folks behind 
that success.
But we have been proud to play at least a part. The Bureau 
has hosted MMEC field engineer Kreg Worrest in our 
building for several years, and it really has been a win-win 
situation for all o f  us. Its brought two organizations with 
missions to serve the entire state closer, and the connections 
they have forged as a result have been to everyone’s benefit. 
It’s just great story about MUS institutions working together 
to help better serve the state.
Kreg is now moving on to another assignment on the 
Mil-Tech side o f MMEC, and we’d like to thank him for his 
valuable service and wonderful collegiality. MMEC’s new 
Missoula field engineer, who will work out o f K reg’s old 
office in the Bureau, is Jeremy Wolf. His goal, like that o f 
MMEC and all o f  us in the School o f  Business, is to help 
Montana-based businesses become leaner, more efficient, 
and more competitive. And that’s a story worth telling.
Larry Gianchetta
T h e  th in k in g  is  clearer u p  here. 
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Montana’s Economy
Making Sense o f Mixed Signals
by Patrick M. Barkey
T he story o f the economy these days has a lotin common with the BP oil spill in the Gulf o f Mexico earlier this year. Month after month o f news o f  the environmental disaster, with pictures 
o f its devastating effects, wore us all down. The only way to 
escape the bad news was to tune out the entire story, as if 
looking away could mitigate the impacts o f  the gushing oil.
The weak economic recovery has been another important, 
if slightly depressing, story that many o f us have grown tired 
of. Stubbornly high unemployment rates, permanent closures 
in key industrial facilities, and budget pressures on state and 
local government have arrived along with the recession in 
Montana, and the economists who record and report these 
events take no joy in doing so. Yet it remains just as important 
today to assess the state o f  our economic recovery so that we 
can make good decisions for the coming years.
Predictions and Surprises
The trajectory o f  the economic recovery both in Montana 
and in the nation as a whole has been about what we 
expected when we produced our annual forecast in January 
o f this year. Our forecast called for slower growth in the U.S. 
economy in the second half o f  2010, as the spurt o f fast 
growth due to inventory replenishment ran its course, and 
that is precisely what has happened. Growth in consumer 
spending, as expected, has been weak. And employment 
growth has turned at least weakly positive. As shown in 
Figure 1, the months o f  steep declines in jobs are solidly 
behind us both in Montana and in the nation as a whole, 
replaced with slow, tentative steps toward recovery. Those 
developments have also shown up in monthly data on income 
tax withholding, which have been running higher than year- 
ago levels in Helena since February.
Figure 1
Payroll Employment, Montana and U.S.
Source: U.S. Bureau of Labor Statistics.
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The year brought surprises as well. The unraveling o f 
government finances in the weaker European economies not 
only forced the European Union to come up with a bailout 
plan, it also sounded a warning to all Western economies 
about the limits o f  government borrowing. In Montana, 
the biggest surprise was a substantial revision to personal 
income estimates for the state, which cut previously published 
estimates o f growth. The new figures depict a trajectory for 
inflation-corrected nonfarm labor earnings for Montana 
that is very close in both timing and severity to the national 
average, as shown in Figure 2. The revisions, which lowered 
2007 growth from 2.0 percent down to just 0.3 percent, 
occurred primarily due to lowered estimates o f small business, 
proprietors’ income, concentrated mostly in construction.
The major uncertainty that remains is the status o f  housing 
and real estate markets. Through the first half o f  2010, 
housing prices in Montana have continued to fall, as shown in 
Figure 3. Price declines, which have ranged from -1.7 percent* 
in Billings to -6.8 percent in tl^ non-metro Montana countie^j 
reflect very weak sales volumes and oversupply o f  existing
homes. Until this price correction is over and prices stabilize, 
financial institutions will remain stressed and the prospects o f 
a return to normalcy for construction will remain dim.
The Unbalanced Nature of Growth
It is perhaps unsurprising during a period o f weak 
economic growth to find that not all sectors o f  the economy 
are expanding. But the unbalanced nature o f growth in 
the national economy is nonetheless cause for concern. 
Specifically, we see that:
• Corporate profits, which are dominated by larger 
companies, have experienced a very healthy recovery 
while the status o f small businesses, as measured by 
confidence indices reported by the National Federation 
o f Independent Business, remain stuck at low levels. 
This reflects both better access to capital for large 
companies as well as their higher involvement in faster 
growing markets abroad;
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Housing Still Ailing
Western States Faring the Worst
One of the key sources of uncertainty for the 
short-term economic outlook is the health of the 
housing and construction sectors. Excess supply of 
available homes, in part due to rising foreclosures 
and weakened housing demand in the recession's 
aftermath, have combined to depress housing 
prices in many markets. And with prices of existing 
homes and buildings still soft, demand for new 
construction -  as well as the employment prospects 
for those in the construction industry -  remains 
sluggish.
But the process of healing is getting started 
in some parts of the country faster than others.
Viewed from the vantage of one key indicator -  the 
growth in payroll employment in the construction 
industry over the last year -  the Western states 
stand out as lagging behind most of the rest of the 
country. As shown in the map, the states with the 
weakest performance in construction industry job 
growth are predominantly concentrated along the 
West Coast, extending inland to Nevada, Idaho, 
and Montana. The data suggest that the housing 
price correction, which is coming to an end in some 
parts of the country, still has a bit further to go in 
Western states.
Construction Employment Growth
Percent Change, September 2009 - Sept. 2010
Source: U.S. Bureau of Labor Statistics. Data are seasonally adjusted.
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^ ̂ Growth will be insufficient to produce 
meaningful job growth this year. When 
job growth does pick up next year, it 
will be strongest in manufacturing, 
professional and business services, and 
health care. ̂  ̂
• Borrowing by governments around the world has 
exploded in response to the recession, while borrowing 
by businesses and consumers, particularly bank 
borrowing, has declined steeply. The latter is due to 
tighter credit standards, write-offs o f  bad debt, and 
low demand for loans in the uncertain economic 
environment;
• Western states, particularly places such as Boise, 
Phoenix, Las Vegas, and the central valley o f California, 
remain mired in recession while southern states such as 
Texas and Florida are experiencing the fastest growth. 
With some exceptions, export-oriented areas and 
those areas that have hit bottom in their housing price 
corrections and are seeing home prices begin to rise 
are outperforming areas where the corrections are still 
unfolding.
The labor market has produced unequal results as well. 
Nearly half o f  the almost 15 million workers classified as 
unemployed have been jobless for more than half o f  a year, 
and the downturn has been especially harsh on male, high 
school-educated production workers. It will take time to 
assimilate those displaced workers back into the workforce 
when growth picks up, especially since faster productivity 
growth during the recession has permanently reduced the 
labor requirements o f many businesses.
Updating the Economic Outlook for Montana
Our annual forecast for the Montana economy, released 
in January o f this year, called for only weak growth in 2010, 
with somewhat healthier growth for 2011-2013. All o f  those 
forecasts were weak in comparison to the 3.5 percent average 
annual growth our state experienced prior to the recession.
Our forecast depicted a return to a new “normal,” with 
decidedly less froth in growth in comparison to the housing 
boom era before 2007.
Our updated forecast is shaped by a new examination o f 
the outlook for our state’s key industries. We also take into 
account the prolonged slump in housing, which we expect to 
continue into next year. Our specific appraisals are as follows:
• Nonresident travel. Spending by nonresident visitors 
to Montana is now estimated to have experienced 
steep declines in 2008 and 2009, mirroring the pattern 
o f U.S. consumer spending overall. The University
o f Montana’s Institute for Tourism and Recreation 
Research expects to see weak growth for the next few 
years.
• Mining. The continued recovery o f  commodities prices 
has significantly improved the equation for investment 
for most o f the state’s mineral and energy-related 
extraction industries, including coal, wind, and oil. We 
are more optimistic for growth in this sector.
• Manufacturing. The wood products industry has 
experienced permanent closures and a significant 
reduction in capacity that has impacted western 
Montana especially. Outside o f wood products, 
however, the state’s manufacturers have weathered the 
recession better than many other areas. Oil refineries 
have continued to make investments to keep facilities 
updated. See pages 13-18 for a detailed report on 
manufacturing.
• Agriculture. This sector remains a source o f stability 
overall to the state economy, even as prices remain
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Figure 4
Actual and Projected Change in 
Nonfarm Labor Income, 
Montana, 2007-2013
Sources: U.S. Bureau of Economic Analysis; Bureau of Business and 
Economic Research, The University of Montana.
down from the years leading up to the recession. We 
expect neither growth nor decline, although recent 
global weather developments could give better news for 
wheat prices and make this too pessimistic.
• Federal government. Spending and support for the 
federal government’s sizable presence in Montana 
has continued and even pushed up slightly during the 
recession. The federal agencies, military facilities, and 
stimulus-funded projects have been a stabilizing force in 
many state communities.
To this list must be added the impact o f the downward 
revisions to state personal income. The old data depicted a 
Montana economy that did not begin to stumble until 2008. 
The latest data now show that growth in nonfarm labor 
income in 2007 was a mere 0.3 percent, and growth for both 
2008 and 2009 was revised downward as well.
Our forecast for the state economy continues to call for 
weak growth in 2010, with somewhat stronger growth in 
the following three years, as shown in Figure 4. In all cases
the growth rates we forecast are lower than those made last 
winter, however. The reductions reflect the slower pre­
recession growth trajectory, the uncertainty in housing, and 
the expectation o f  fiscal tightening to address budget deficits.
Growth will be insufficient to produce meaningful job 
growth this year. When job growth does pick up next year, it 
will be strongest in manufacturing, professional and business 
services, and health care. The job outlook remains guarded 
for leisure and hospitality workers as well as construction. 
Our forecast calls for housing starts in Montana to come 
back to only 70 percent o f their pre-recession peak levels.
Weaker growth after a longer, deeper recession means 
that many Montana communities will take a number o f years 
simply to get back to their pre-recession levels o f  economic 
activity. Much like last summer’s oil spill, the leaking in the 
economy has been capped, but cleaning up the damage will 
take tirne.Q
Patrick M. Barkey is director o f The University o f M ontana 
Bureau o f Business and Econom ic Research.
e M o n t a n a  B u s i n e s s  Q u a r t e r l y / A u t u m n  2 0  1 D
Health Insurance Exchanges Unlikely to 
Cause Labor Market Disruptions
by G regg Davis
O ne o f the major tenets o f  the health carelegislation signed by President Obama on March 23 is drawing attention from critics even though it’s still four years away. Subsidies to help lower- 
and moderate-income families purchase health insurance 
in state insurance exchanges could distort labor markets in 
several ways, they say.
Some believe that incentives in the form o f subsidies will 
drive more individuals to the exchanges than would otherwise 
occur. And the expansion o f Medicaid may cause employers 
to stop offering coverage altogether. Critics also suggest 
that because o f the subsidies, financial incentives may entice 
employees covered by employer-sponsored plans to quit 
their jobs. Ironically, this is the opposite effect o f  “job lock,” 
which “locks” employees with pre-existing medical conditions 
to their employers and is often used to criticize employer- 
provided health insurance.
One could expect that households o f equal size, 
comparable health, and identical incomes should face the 
same financial obligations in purchasing comparable health 
care insurance. However, households o f identical family size 
and incomes will face vastly different incentives under the 
subsidy and cost-share programs approved by the House
and signed into law by the President. One way to illustrate 
these differences is to follow a Montana family obtaining 
their health insurance coverage in three different markets: 
the state exchange, employer-sponsored insurance plans, and 
independently on the open market.
A look at the customers and the markets shows that 
none o f  the fears o f labor market disruptions is likely to be 
warranted.
The Purchasers in Montana
About 64 percent o f the 820,000 non-elderly Montanans 
have health insurance through their employers or buy it in 
the private health insurance market. Another 14 percent, 
or 115,000, are covered by Medicaid, while another 33,000 
are covered by other public health insurance programs. The 
most recent estimate o f Montana’s uninsured population 
indicates that 148,000 children, women, and men do not have 
health insurance o f any kind (Figure 1). Nearly 49,000 o f 
Montana’s non-elderly uninsured will qualify for Medicaid 
when it expands to include all adults and children under 133 
percent o f the Federal Poverty Level. Those with employer- 
sponsored insurance are prohibited from purchasing health 
insurance from exchanges unless premiums are high or
v
Figure 1
Montana’s Non-Elderly Uninsured by 
Poverty Level Status, 2009
Source: The Henry J. Kaiser Family Foundation.
plans are poor according to certain measures. Although the 
premium assistance credit is available for individuals with 
household incomes between 100 percent and 400 percent 
o f  the Federal Poverty Level, it is only for those who are 
not offered health insurance through their employers or 
their spouses’ employers. Further, for larger employers, the 
penalties imposed are only if the business does not offer 
coverage for all its full-time employees, offers minimum 
essential coverage that is unaffordable, or offers minimum 
essential coverage that pays less than 60 percent o f  the 
enrollee’s medical expenses.
Health Insurance in Montana
In Montana, employees pay on average $3,823 a year 
for health insurance provided by their employers. For these 
employees to qualify for health insurance subsidies and cost­
sharing credits in the exchange, their household incomes 
would have to be less than $40,242 per year.
The 2008 median income for a four-person family in 
Montana is $65,827, or just over 300 percent o f  the Federal 
Poverty Level o f  $21,834. Under current health care 
legislation, this family would qualify for subsidies to offset 
both insurance premiums and medical costs incurred during 
the year. Under the new legislation, a family earning 300 
percent o f  the FPL will pay 9.5 percent o f their income to 
purchase health insurance on the exchange. The insurance 
premium in 2008 for family coverage in Montana is $11,438 
(Robert Wood Johnson Foundation). Spending on medical 
care is estimated by the Congressional Budget Office to be 
between $5,000 and $5,500 per year.
Health Insurance Obtained 
in the State Exchange
For a Montana family earning the median family income 
($65,827) and lacking employer-provided health insurance, the 
state exchange may offer a viable alternative.
B
Under the legislation signed into law, this family will 
have to spend 9.5 percent o f  their income ($6,254) toward 
purchasing health insurance, with the balance paid for by the 
government subsidy ($5,184). Expected outlays for medical 
care will be limited, allowing no more than 30 percent o f 
medical costs to be absorbed by a family with an income 
between 250 percent and 400 percent o f  the poverty level. 
The government subsidy covers 70 percent o f medical costs 
($3,675) with the family picking up the balance, $1,575. Total 
out-of-pocket expenses for this family amount to $7,829.
The total subsidy is $8,859. The financial benefit to a family 
purchasing health insurance through the exchange is only 
slightly better than the expenses o f obtaining insurance and 
paying ongoing medical expenses, despite the subsidies. 
However, the peace o f mind that comes with health 
insurance and protection from medical bankruptcy will 
encourage families to use the exchange.
Health Insurance Obtained 
Through Employer-Provided Plan
Now consider the situation o f  the same household buying 
the same insurance but through an employer-sponsored 
health insurance plan. Employees who have employer- 
provided health insurance on average pay $3,823 o f the total 
family coverage premium o f $11,438. The employer pays 
$7,615 as a tax-free benefit to the employee. This tax-free 
benefit affects the employee in two ways. First, economists 
generally agree that benefits come with a price: lower wages. 
Second, the employee regains some o f  the reduced wage 
by receiving a benefit tax-free. Since the employee willingly 
maintains employment with the employer, it must be the case 
that employees value their health insurance by at least the 
value o f  the reduced wage and tax savings. The family pays 
taxes on the present wage and enjoys the tax-free benefit that
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comes with both the employer contribution and employee 
share o f the health insurance premium. The savings for this 
family with employer-sponsored insurance is $2,533, resulting 
in a marginal tax rate o f about 33 percent.
With respect to medical spending per year ($5,250 on 
average), unlike the family who purchases their health 
insurance in the exchange, employer-provided health 
insurance requires enrollees to meet plan deductibles and 
co-insurance on the balance. In 2009, total out-of-pocket 
costs including premiums, deductibles, and medical expenses 
were $6,018. This cost is three-fourths the cost o f  the family 
purchasing insurance on the exchange.
Health Insurance Obtained in 
Private Health Insurance Market
Now consider the case where the family assumes 
responsibility for health insurance, but in turn receives a 
comparably higher wage equal to the average employer 
contribution to health insurance. In the previous scenario, 
the employer pays $7,615 in non-taxable benefits to the 
employee. Assume instead that the employee takes the $7,615 
benefit as a higher wage and then buys health insurance in the 
marketplace. Opting for higher wages allows the employee to 
buy health insurance but with a $2,533 tax penalty, since the 
value o f the employer benefit and the employee share o f the 
premium would now be taxed. All expenses considered, the 
total cost to the family purchasing insurance on their own is 
$13,633 (premium costs o f  $11,438 and cost share o f $2,195 
for ongoing medical expenses). Under the new law, this 
family may lower their adjusted gross income by $6,289, the 
excess over 10 percent o f their income, but the tax obligation 
remains $180 more than the family with employer-sponsored 
insurance coverage. Thus the net benefit for independendy 
purchased insurance becomes negative, -$5,676. Figure 
2 summarizes the subsidies and out-of-pocket expenses 
for purchasing health insurance in the exchange, through 
employer-provided insurance, and in the private individual 
health insurance markets for a typical family o f four living in 
Montana earning $65,825 per year.
Consider the implications. First, the difficulties for 
individuals and families in purchasing insurance on their own 
are readily apparent. Total expenses for medical care amount 
to over 20 percent o f the family’s income. Although premium 
subsidies in the exchange alleviate some o f the cost pressures 
for families buying health insurance in the exchange, it is 
unlikely that subsidies can keep pace with the rate o f  health 
care inflation should it continue to outpace overall growth in 
the economy. The legislation just passed attempts to address 
this problem by increasing the subsidy to reflect the rate o f 
premium growth in excess o f  income growth for 2014-2018.
Second, under the scenario modeled here, there is a strong 
incentive for the family with insurance purchased in the 
private market to purchase insurance instead through the 
exchange. While this may cause some cost shifting from the
Figure 2
Subsidies and Out-of-Pocket Expenses 
for a Family Earning $65,827 1301% FPL]
Sources: The University of Montana Bureau of Business and Economic 
Research; Congressional Budget Office.
Figure 3
Subsidies and Out-of-Pocket Expenses 
for a Family Earning $32,914 [151% FPL]
Sources: The University of Montana Bureau of Business and Economic 
Research; Congressional Budget Office.
independent insurer markets, it may well also encourage the 
uninsured to purchase in the exchange. The concern over 
employees with employer-provided insurance joining in the 
exchange appears unfounded.
Now compare subsidies and out-of-pocket medical 
spending for a Montana family earning half the income 
o f the previous example, or $32,914. At 151 percent o f 
the poverty level, this family is eligible for more generous 
subsidies and cost sharing under the exchange. The subsidies 
afforded the family at 151 percent o f the poverty level are 
nearly twice that afforded to the family at 301 percent o f 
the poverty level. Out-of-pocket expenses are considerably 
reduced as well, resulting in a net benefit o f  obtaining 
insurance in the exchange nearly 15 times that o f the family 
earning 301 percent o f the poverty level (Figure 3).
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^ ̂ Low-income families will be driven to the 
exchange. Employers of low-wage employees 
may be enticed to pay the penalty and 
forego health insurance altogether. Higher- 
wage employees will continue to be drawn 
to employers offering employer-sponsored 
health insurance.
With employer-sponsored insurance, the lower-income 
family still enjoys a subsidy o f the tax-free health insurance 
premium, albeit slighdy smaller due to the progressive nature 
o f  marginal tax rates on income. But because the tax benefit 
o f  the premiums is higher for higher-income families, the net 
benefit o f  employer-sponsored insurance is higher for higher- 
income families. In other words, higher-income families are 
much less likely to pursue insurance in the exchanges.
And in the individual market, while both families reap the 
same monetary benefit o f  higher wages in lieu o f employer- 
sponsored insurance, again because o f progressive marginal 
tax rates, the higher-income family owes more in taxes than 
the lower-income family, giving the low-income family a slight 
gain in net benefit, although still negative overall. And for this 
low-income family, the prospect o f  individual insurance is not 
feasible, since nearly 33 percent o f their income goes toward 
health care, clearly unsustainable.
Overall then, what are the ramifications o f  subsidies and 
cost-sharing for health care insurance and spending on the 
labor market? Low-income families will be driven to the 
exchange. Employers o f  low-wage employees may be enticed 
to pay the penalty and forego health insurance altogether. 
Higher-wage employees will continue to be drawn to 
employers offering employer-sponsored health insurance.
Restrictions on who is eligible for insurance purchased 
through the exchanges may be unnecessary. Labor market 
disruptions are unlikely to emerge as employees will have little 
incentive to quit their jobs to purchase their health insurance 
on the state exchanges. The question then emerges as to the 
possibility o f employers dropping employer-sponsored health 
insurance. Recent research published in Health Affairs shows 
that the number o f firms offering health benefits, as well 
as the percentage o f  workers covered by benefits, remained 
steady despite the recent economic downturn (Long,
Sharon et al.). The authors credit the strong commitment by 
employers to maintain workers’ benefits. In a more recent
study o f the reform effort started in Massachusetts in 2006, 
concerns about employers reducing coverage or terminating 
insurance policies altogether have not materialized. In fact, 
even part-time workers and workers with short tenures report 
an increase in the number o f employer offers for insurance, 
two groups who typically are excluded. Further, the share 
o f workers employed by small firms that offer coverage 
remained stable from 2006-2008. A recent study by the Rand 
Corporation suggests that despite subsidies and penalties, 
small employers will continue to offer health insurance 
coverage rather than drop coverage and force their workers to 
purchase health insurance in the exchanges (Eibner, Christine 
et al.). However, employers may find it beneficial to move to 
the exchanges for coverage to take advantage o f  risk pooling, 
lower administration costs, and expanded insurance choices 
for their employees.
Over the years, it seems that benefits have become an 
expected component o f compensation costs for employers 
and that efforts to shirk employer responsibility in offering 
benefits is unlikely. Q
Gregg D avis is the director o f health care industry research at The 
University o f M ontana Bureau o f Business and Econom ic Research.
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More Montanans Have Health Insurance 
than at Beginning of the Decade
by G regg D avis
D espite nearly two and half years o f recession, fewer Montanans are uninsured today than in 2000. And for single coverage in the job- based insurance market, employers seem to be 
absorbing more o f the health insurance costs today than in 
2000, according to the Robert Wood Johnson Foundation 
and the University o f Minnesota State Health Access Data 
Assistance Center (www.shadac.org). The report is based on 
ongoing employer and individual surveys across all 50 states 
and the District o f  Columbia and is reported for the non- 
elderly population, or those under the age o f 65.
According to data in the report, Montana actually held its 
own with respect to the number o f uninsured and those with 
job-based insurance despite the deterioration experienced 
nationally in the number o f uninsured and employer-based 
health insurance. In 2000,20 percent o f the state’s population 
lacked health insurance compared to just over 18 percent 
of the population in 2008 despite the national trend where 
the number o f uninsured increased from 15 percent to 17 
percent o f the nation’s under-65 population. Likewise, the 
number o f Montanans with job-based insurance held steady 
at around 55 percent o f the state’s non-elderly population, 
again reversing the trend nationally where the proportion o f
the population with job-based insurance fell from 66 percent 
to 60 percent over the same eight-year period. But more 
Montanans were added to government-sponsored health 
insurance, increasing from 18 percent to over 20 percent o f 
the under 65 population.
In Montana, almost 163,000 receive government- 
sponsored health insurance, with the vast majority (106,000) 
having incomes below 200 percent o f the Federal Poverty 
Level (FPL), or $44,000. Enrollment in government- 
sponsored health care increases as individuals lose jobs, can 
no longer afford individual coverage, retire, become disabled 
or go  on military health insurance. One in five Montanans is 
now on government-sponsored health insurance, comparable 
to the proportion nationally.
One possible fallout from the new health law, the Patient 
Protection and Affordable Care Act, could be the loss o f 
insurance policies sold in the individual health insurance 
market. The Congressional Budget Office (CBO) estimates 
that individual health insurance policies could see double-digit 
premium increases along the magnitude o f 10 to 13 percent. 
This premium increase will be largely attributable to more 
comprehensive coverage required by the new law. As a result, 
the CBO estimates that as many as half those purchasing
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Figure 1
Health Insurance Status for Ages 18-64, 
Montana, 2009
Source: U.S. Census Bureau, 2009 American Community Survey.
Figure 2
Percent off Private Sector Employees
Source: Robert Wood Johnson Foundation, 2010.
insurance in the private market will qualify for government 
subsidies.
Although the proportion o f Montanans with job-based 
health insurance changed little over the last eight years, not 
all Montanans were insulated from loss o f  coverage. Among 
those earning less than 400 percent o f the FPL, over 30,000 
fewer had job-based insurance in 2008 compared to 2000.
But this was offset somewhat by the smaller number o f 
people with incomes less than 400 percent o f the FPL, nearly 
30,000 fewer. Still, the percentage o f  individuals with job- 
based insurance fell to 23 percent from 25 percent for those 
under 200 percent o f  the FPL, to 66 percent from 69 percent 
for those with incomes between 200-399 percent o f  the FPL. 
The percentage o f  individuals with incomes in excess o f  400 
percent o f the FPL who had employer-sponsored health 
insurance increased roughly with increases in the population 
o f  this income group, holding the percentage relatively flat at 
77 percent.
Job-based health insurance premium increases in Montana 
were statistically different from 1999 to 2008. Single coverage 
premiums increased 45 percent over the eight-year period to 
more than $4,300 and 62 percent for family coverage to more 
than $11, 000. In comparison, single and family coverage 
increased nationally by 43 percent in the single coverage 
market to almost $4,400 and 56 percent in the family 
coverage market to $12,000 respectively.
And although employees directly paid 26 percent more 
for single coverage in 2008, their share o f  the total premium 
actually declined from 16 percent o f  the total premium to 
13 percent. Employees working for smaller firms (fewer 
than 199 employees) typically contribute significantly less 
toward their premiums than employees o f  larger companies. 
This may be due to efforts to increase enrollment to meet 
minimum enrollment levels. Nationally, employees paid 65 
percent more for single coverage, and their share o f  the total 
premium increased from 18 to 20 percent.
The cost o f  family coverage in Montana changed 
significantly from 1999 to 2008. Employees purchasing family 
coverage through an employer contributed nearly $2,000 
more in 2008, for a 105 percent increase from their share 
in 1999 ($1,865). Nationally, employees' costs for family 
coverage increased 80 percent to almost $3,400 and their 
share o f  the total premium cost increased as well, going from 
26 percent o f  the premium cost in 1999 to 33 percent o f the 
premium cost in 2008.
But because o f  a much smaller percent increase in 
employee contributions to health insurance in Montana 
for single coverage (26 percent compared to 65 percent 
nationally), and a 9 percent increase in Montana’s median 
income compared to a 3 percent decline in median income 
nationally, employees in Montana devote about the same 
proportion o f income to health insurance premiums in 
the single coverage market as employees nationally. In the 
family coverage market, Montana employees with job-based 
health care coverage spend nearly 9 percent o f their income, 
compared to 7 percent nationally.
The percentage o f private sector employees in Montana 
who do not have access to health insurance is twice the 
national average, reflecting Montana’s reliance on smaller 
employers who typically offer health insurance in lower 
proportions than their large employee counterparts. And 
nearly one in five Montanans who are offered job-based 
insurance refuse it, comparable to the national average.
How Montanans fare with respect to health care coverage 
in the next decade is uncertain and will largely be driven 
by the pace o f  economic recovery in Montana, employer 
responses to the new health care law, the attractiveness o f  the 
health insurance exchanges in 2014, and whether health care 
costs continue to outpace general inflation. □
Gregg D avis is  the director o f health care industry research a t The 
University o f  M ontana Bureau o f  Business and Econom ic Research.
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Permanent Closures at Major Facilities 
Hamper Montana’s Manufacturing Industry
by Charles E . Keegan III, Todd A. Morgan, Jason Brandt, and John Baldridge
The Year 2009 in Review
T he full force o f  the global financial crisis and recession did not hit Montana manufacturers until late in 2008, leading to substantial declines in 2009, with employment down by nearly 2,500 workers. Value o f  production dropped by an estimated 
$1 billion, and income to workers fell by more than $100 
million during 2009.
According to the Bureau’s 2009-2010 manufacturing 
survey, more than 60 percent o f responding Montana 
manufacturers reported decreased production and sales in 
2009. Sixty-five percent o f surveyed Montana manufacturing 
firms reported decreased profits, with only 17 percent 
indicating profits equal to 2008.
The Bureau conducts the manufacturing survey each 
year during November, December, and January, and queries 
manufacturers on a variety o f business issues pertaining 
to both the year just completed and the outlook for the 
coming year. The results shown here are from the eleventh 
such survey, completed in January 2010. Montana’s largest 
manufacturing facilities (as measured by the number of 
people employed), as well as smaller firms representative o f 
their sectors were contacted. This involved a total o f  216 
manufacturing firms o f which 77 percent (166) responded. 
The proportion o f respondents who reported curtailments 
o f production increased to 49 percent, up from 37 percent in 
2008. Seventeen percent permanently eliminated production 
capacity in 2009 versus 9 percent in 2008. The number o f 
workers in 2009 relative to 2008 declined at 50 percent o f the 
respondent facilities, while 10 percent showed an employment 
increase.
The portion o f Montana manufacturers making major 
capital expenditures was down from 52 percent in 2008 to 
37 percent in 2009. New product lines were released by 31 
percent o f respondents in 2009 compared to 36 percent in 
2008.
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An Overview of 
Manufacturing in Montana
The manufacturing sector includes more than 2,000 entities ranging from large 
industrial facilities such as oil refineries to a broad array of lighter production 
activities, including the assembly of sophisticated high-technology equipment as well 
as low-tech craft and cottage industries.
Overall, the state’s manufacturing sector in 2009:
• produced more than $9 billion in product output,
• directly employed more than 21,000 workers (including the self-employed) who 
earned over $1 billion in labor income, and
• accounted for more than 20 percent of Montana’s economic base.
Manufacturing industries in the state pay high wages with employees averaging 
more than $41,000 per year, compared to an average $33,000 per year for all Montana 
workers.
Manufacturing Categories
Although the manufacturing industry consists of hundreds of highly specific 
categories, for the purposes of this report it has been divided into five segments:
Ulfood/Paper
Facilities that harvest and /or process timber into products like lumber, 
plywood, log homes, pulp and paper, and posts and poles, as well as facilities that 
further process primary wood products into products such as furniture, laminated 
beams, trusses, window and door frames, and wood carvings.
Chemicals/Petroleum/Reffining
Includes a wide range of facilities, such as those manufacturing products by 
transforming organic and inorganic raw materials by a chemical process (chemical 
manufacturing) or by transforming mined or quarried nonmetallic minerals such as 
sand, gravel, stone, or clay (nonmetallic mineral product manufacturing), as well 
as facilities engaged in the transformation of crude petroleum and coal into usable 
products (petroleum and coal products manufacturing), and facilities engaged in 
smelting and refining ferrous and nonferrous metals (primary metal manufacturing).
Food/Beverages
Facilities that manufacture food and beverages, including primary processors of 
Montana’s crops and livestock, as well as those producing for retail sale. Examples 
include sugar beet plants, flour mills, bakeries, and dairies.
Machinery/Equipment
Facilities engaged in manufacturing machinery, equipment, or instruments. Included 
here are industrial and commercial machinery, computer equipment, electrical 
equipment, transportation equipment and fabricated metals.
All Others
Facilities engaged in mostly light manufacturing such as plastics products, sporting 
goods, games and toys, apparel, and jewelry, as well as those engaged in printing or 
performing services for the printing trade such as bookbinding.
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General Outlook for 2010
With expectations that the U.S. and other major economies 
will continue the modest recovery that began in the last half 
o f 2009, the 2010 oudook is for improvements in Montana 
manufacturing activity and related employment. The recovery 
in manufacturing in Montana will be hampered by the 
permanent closures o f  a number o f major manufacturing 
facilities, including the Smurfit-Stone Container linerboard 
plant and the Columbia Falls Aluminum Company, and 
continued weakness in the U.S housing industry and its 
ongoing impact on Montana’s wood products industry.
When asked about their outlook for 2010,49 percent o f 
responding firms expected 2010 to be better than 2009. Last 
year, 19 percent expected 2009 to be better than 2008. Sixteen 
percent expected conditions to worsen in 2010 while 36 
percent anticipated it to be the same as 2009 (Figure 1). The 
most optimistic sector was machinery/equipment facilities, 
with 63 percent expecting a better year in 2010.
Figure 1
Overall Outlook for 2010
Source: The University of Montana Bureau of Business and Economic Research.
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Figure 2
Sales Outlook for 2010
Source: The University of Montana Bureau of Business and Economic Research.
Figure 3
Production Outlook for 2010
Source: The University of Montana Bureau of Business and Economic Research.
Figure 4
Profit Outlook for 2010
Source: The University of Montana Bureau of Business and Economic Research.
Sales, Production, Profits
Half o f  manufacturers anticipated 2010 
sales would increase over 2009 (Figure 2) with 
46 percent expecting increased production 
(Figure 3) and 49 percent anticipating 
increased profits for 2010 (Figure 4). In 2008, 
less than one-third o f respondents expected 
increased sales, production, and profits in 2009.
Food/beverage manufacturers were the most 
optimistic about 2010, with over 70 percent 
expecting increased sales and production and 64 
percent expecting increased profits.
The most pessimistic outlook was among the 
wood/paper products manufacturers, with 42 
percent expecting increased sales and profits and 
35 percent expecting increased production in 
2010.
Planned Capital Expenditures 
One-third o f respondent firms planned 
major capital investments in 2010 — up from 
26 percent in 2009. Chemicals/petroleum/ 
refining facilities reported the highest rate o f 
planned capital expenditures at 53 percent, 
while the lowest proportion planning major 
capital expenditures was among the wood/paper 
products manufacturers at 19 percent (Figure 5).
Employment and Worker Availability 
After two consecutive years o f  declines 
and permanent closures, the survey indicates 
employment stability in 2010, with 28 percent o f 
manufacturers expecting to increase employment 
and only 11 percent o f respondents expecting 
decreases in employment (Figure 6). Entering 
2009, 30 percent o f  respondents expected 
decreases in employment while only 15 percent 
expected to increase employment. Absent the 
permanent closures, the forecast would be for 
increased manufacturing employment in 2010. 
Weak economic conditions have reduced the 
demand for workers, and far fewer Montana 
manufacturers — only 10 percent — reported 
“significant worker shortages” during 2009 
(Figure 7). This is down from 20 percent in 2008 
and 57 percent during 2007.
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Figure 5
Outlook for Major Capital 
Expenditures in 2010
Source: The University of Montana Bureau of Business and Economic Research.
Figure 6
Employment 2010
Source: The University of Montana Bureau of Business and Economic Research.
Figure 7
Significant Worker Shortage During 2009
Source: The University of Montana Bureau of Business and Economic Research.
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Business-Related Issues
Survey recipients were given a list o f  eight business-related 
issues and were asked to rate each in terms o f  its importance 
to their businesses. There was no specified time frame, 
indicating the general and enduring nature o f these issues. 
Once again, health insurance cost was the number one issue, 
and 79 percent o f respondents rated it very important; this 
was up from last year, when 72 percent o f  respondents 
rated it very important. Workers’ compensation rates were 
very important to 60 percent o f  responding firms. Fifty- 
two and 51 percent, respectively, indicated energy costs and 
workers’ compensation rules were very important. Raw 
material availability was rated very important by 45 percent 
o f  respondent firms. The proportion indicating a shortage o f 
qualified workers as very important in 2009 was 35 percent, 
dropping from 45 percent in 2008, 50 percent in 2007, and 
69 percent in 2006. Foreign competition and the cost o f 
workforce development was rated as a very important issue by 
28 and 18 percent o f responding firms respectively (Figure 8).
In response to the question, “How, if at all, has the 
availability or access to credit negatively affected your 
business?” nearly 25 percent o f Montana manufacturers
indicated they had experienced problems. Those that reported 
credit issues said their firms or customers had difficulty in 
maintaining an adequate credit line. Responding to, “Has 
your business benefited directly from the federal stimulus 
funds?” approximately 16 percent o f Montana manufacturers 
indicated they did benefit. The majority o f  Montana 
manufacturers that directly benefited from the federal 
stimulus funds were producers for infrastructure projects 
such as highway projects, rest areas, wastewater treatment 
projects, and the Cash for Clunkers program. About 25 
percent o f wood products firms also reported benefitting 
from stimulus funds. Most indicated that they were able to 
access those funds through the Montana Distressed Wood 
Products Industry Recovery and Stabilization Revolving Loan 
Fund.O
Charles E . Keegan I I I  is the Bureau's retired director o f forest 
industry research. Todd A. M organ is the Bureau's director o f forest 
industry research. Jason Brandt is BBER's form er assistant director 




Source: The University of Montana Bureau of Business and Economic Research.
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Presented by The University of Montana 
Bureau of Business and Economic Research Registration
Complete form, detach, and mail with payment to:
PAYING FOR THE RECESSION
Rebalancing Montana’s Economy
Bureau of Business and Economic Research 
Gallagher Business Building, Suite 231 
The University o f Montana 
Missoula, MT 59812-6840 
You may also register online at www.bber.umt.edu
Program:
Putting off retirement for another few years? Pushing back that home 
remodel for a while? The economy is emerging from the worst recession 
since the 1930s, but the damage is apparent: diminished personal income, 
uncertain housing markets, high unemployment rates, permanent 
closures in key industrial facilities, and budget pressures on state and local 
government. How do we rebalance the economy? Come hear Bureau 
Director Patrick Barkey discuss how this recession has challenged all sectors 
of the economy.
For more than 35 years, the Bureau has brought a wealth o f economic 
and business information to residents across the state through its annual 
Montana Economic Outlook Seminar. The seminar is presented each year in 
seven cities across Montana: Billings, Bozeman, Butte, Helena, Great Falls, 
Missoula, and Kalispell. In addition, the Bureau has expanded the seminar 
tour to include smaller cities in certain areas o f the state, including Sidney 
and Miles City.
At the half-day seminar. Bureau economists and other experts offer 
presentations about the economic status of Montana, including detailed 
information about various industries such as health care, forest products, 
nonresident travel, manufacturing, agriculture, and services. Statewide and 
community economic forecasts for the coming year are outlined, and local 
speakers discuss the business environment o f each individual seminar city.
Don't miss out on the latest economic news. Sign up now for the Bureau's 




January 25, 2011 (Tuesday) 
Best Western Great Northern
□ Great Falls
January 26, 2011 (Wednesday) 
Hilton Garden Inn
□ Missoula
January 28, 2011 (Friday) 
Hilton Garden Inn
□ Billings
February 1, 2011 (Tuesday) 
Crowne Plaza
□ Bozeman
February 2, 2011 (Wednesday) 
Best Western GranTree
□ Butte
February 3, 2011 (Thursday) 
Holiday Inn Express
□ Kalispell
February 11, 2011 (Friday) 
Hilton Garden Inn
□ Sidney
March 15, 2011 (Tuesday) 
USDA/ARS
□ Miles City
March 16, 2011 (Wednesday) 






Phone_____________________________  Z ip ____________
Payment:
□ Check enclosed
(Payable to: Bureau o f Business and Economic Research)





















Paying for the Recession, Patrick Barkey
National and State Outlook, Patrick Barkey
Local Outlook, Paul Polzin
Coffee Break
Nonresident Travel, Norma Nickerson 
Health Care, Gregg Davis 
Agriculture, George Haynes 
Coffee Break
Real Estate, Scott Rickard z
Manufacturing and Forest Products, Todd Morgan tp
Issues in Local Economy, Local Speaker 2<Break i_
z>
Luncheon Program -  Panel Discussion u
Closing Remarks




□ $80 registration includes seminar lunch and a one-year 
subscription to the Montana Business Quarterly
*Group discount registration available online at www.bber.umt.edu
□ $30 processing fee for each continuing education category:
□ Montana Society o f CPAs, 4 credits
□ Montana Board o f Real Estate Appraisers, 5 credits*
□ Institute o f Certified Management Accounts, 4 credits
□ Society o f American Foresters, 0.5 credits for Category 1 
and 3.5 credits for Category 2*
□ Montana Insurance Continuing Education Program, 2 credits
License # ----------------------------------------------
□ HR Certification Institute for PHR, SPHR and GPHR,
4.5 Strategic credits
□ Montana Board of Realty Regulation, 4 credits
License # _________ ____________________________________
□ Montana Teacher Professional Renewal Units, 5 credits*
□ Montana Board o f Social Work Examiners and Professional 
Counselors, 2 credits
*Awaiting confirmation 
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Find Your Newjf 
Business Partner
Without Leaving Town.
John Corwin (I) and William St. John (r) 
Commercial Loan Officers
Local loan decisions from people who 
know you, your business and your 
community.
Stop by or give us a call today!
M issou la Federal
Credit Cm°n
M ore than you  expect
523-3300 / www.missoulafcu.org
BUREAU OFI Bureau of Business & Economic^j^^eafirch 
B U S IN E S S l  Gallagher Business Building;Suite 231
B ECONOMIC 32 Campus Drive misso^l? mt
RESEARCH Missoula, MT 59812-6840 .... PERMiTNaioo
" - I I O T  RETURN SERVICE
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